University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

11-13-1990

Brazil: Aeronautics Firm Seeks $150 Million
Foreign Debt-equity Swap
Barbara Khol

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Khol, Barbara. "Brazil: Aeronautics Firm Seeks $150 Million Foreign Debt-equity Swap." (1990). https://digitalrepository.unm.edu/
notisur/5631

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 068892
ISSN: 1060-4189

Brazil: Aeronautics Firm Seeks $150 Million Foreign Debtequity Swap
by Barbara Khol
Category/Department: General
Published: Tuesday, November 13, 1990
On Nov. 6, local newspapers reported that the state-run Brazilian Aeronautics Enterprise
(EMBRAER) seeks to convert $150 million of its $680 million foreign debt into equity. Economy
Ministry officials are dragging their feet, arguing that such transaction would be inflationary.
Management is attempting to collect $176 million in payment arrears from clients, including $30
million from the Egyptian government, and $6 million from Honduras. Recently, the Central Bank
authorized the state-run National Social and Economic Development Bank (BNDES) to loan $100
million to EMBRAER's principal stockholder, the Aeronautics Ministry. The loan will be disbursed
in 12 installments, beginning in January 1991. In the first half of the year, EMBRAER's financial
losses came to $100 million. According to company president Ozilio Silva, sales revenues are down
24.6%. According to Silva, attempts to contain the financial crisis since June were not successful. In
September, sales were down 66% compared to projections based on previous years' performance,
and financial losses increased. EMBRAER plans to cut spending by $108.8 million by year-end 1990.
Of 12,600 employees, 3,994 have been dismissed. Early this year, the Italian government announced
a 30% reduction in 1990 and 1991 in financing for production of the AMX fighter bomber. Investment
in the AMX by the Brazilian Air Force was also cut back by 30% in 1990, and 33% in 1991. Production
of the EMB-145, a 45-passenger craft, has also been postponed until 1992. Manufacture of the
Vector, a joint venture with Argentina, has been postponed for one year to the second half of 1991.
Delivery of the company's Brasilia planes a pressurized, 30-passenger turboprop has been delayed,
due to difficulties in obtaining credit from domestic private banks to pay salaries. EMBRAER is
currently attempting to renegotiate $300 million in short-term debt. EMBRAER was created 21 years
ago by a group of Brazilian Air Force officers. The first prototype off the production line was the
Bandeirantes, a 15-passenger turboprop. The company's most important commercial success thus
far has been the Brasilia, a pressurized turboprop passenger liner. Over 500 units have been sold
world-wide. EMBRAER's advanced military fighter training craft, the Tucano, has also been popular.
Since its debut in 1985, the company has sold 496 Tucanos to 10 nations: 363 delivered, and 125
purchase options. Tucano buyers include the air forces of Britain, Egypt and Iran. (Basic data from
AFP, 11/03/90, 11/06/90; Folha de Sao Paulo, 11/06/90)
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